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Ministerial Meeting of the GATT 


Meeting in Geneva on November 27-30, during the 
nineteenth session of the CONTRACTING PARTIES to the 
General Agreement on Tariffs and Trade (GATT), 
ministers responsible for trade and economic affairs 
from 44 countries, or their representatives, considered 
three main areas of problems in international trade. 

The ministers first agreed that the reduction of tariff 
barriers on a most-favored-nation basis should be con- 
tinued. They recognized, however, that, while the 
traditional GATT techniques for tariff negotiation on a 
commodity-by-commodity and country-by-country basis 
had produced substantial results, they were no longer 
adequate to meet the changing conditions of world 
trade. It was decided, therefore, that consideration 
should be given by the CONTRACTING PARTIES to the 
adoption of new techniques, in particular some form 
of linear tariff reduction. The ministers also agreed 
that a more flexible attitude should be taken with 
respect to the degree of reciprocity in tariff reductions 
to be expected from less developed countries. 

On their second major topic, ministers expressed 
great concern about the degree and extent of agricul- 
tural protectionism and about the serious effects which 
the widespread resort to nontariff devices was having 
on international trade in agricultural products. The 
ministers requested the CONTRACTING PARTIEs to take 
steps to establish the basis for the negotiation of 
acceptable conditions of access to world markets for 
agricultural commodities. Among their specific requests 
were that a preliminary examination of possible solu- 
tions to the problem of cereals should be begun early 
in February 1962; and that the CONTRACTING PARTIES 
be invited to arrange to continue the work of reporting 


IBRD Loans fo South Africa 


The World Bank on December | made two loans 
equivalent to $25 million for the improvement and 
expansion of electric power facilities and railways in 
South Africa. A loan of $11 million to the Government 
will provide part of the foreign exchange required for a 
program being carried out by the South African Rail- 
ways and Harbours Administration, and a loan of 
$14 million to the Electricity Supply Commission will 
assist the expansion of the generating and transmission 
system which serves the country’s most heavily indus- 
trialized and mining areas. 

Both loans are for 10 years and bear interest at 


and consultation with respect to trade in agricultural 
products. 

In their consideration of obstacles to the trade of 
less developed countries, the ministers adopted a 
Declaration containing principles for aiding the exports 
of these countries in connection with quantitative 
restrictions, tariffs, revenue duties, state trading, prefer- 
ences, subsidies, and the disposal of commodity sur- 
pluses. The Declaration also stated that efforts to 


expand the export earnings of the less developed 
countries should proceed concurrently with efforts to 
lessen the instability of these earnings resulting from 


fluctuations in primary commodity markets. The minis- 
ters decided that this Declaration should be communi- 
cated to the CONTRACTING PARTIES and taken by them 
as a basis for their future work in this field. They also 
agreed that their governments would undertake to 
observe the guiding principles embodied in the Declara- 
tion to the fullest extent possible. Ministers agreed that 
the CONTRACTING ParTIEs should take immediate steps 
to establish specific programs of action, and where 
feasible target terminal dates, for the progressive reduc- 
tion and elimination of barriers to the exports of less 
developed countries. Most ministers also agreed that a 
proposal for duty-free entry of tropical products should 
be given careful consideration. 

In addition, some ministers expressed the hope that 
early action could be taken to enable Japan to partici- 
pate more fully in the General Agreement. They 
welcomed indications that more contracting parties 
might soon establish GATT relations with Japan. 


Source: GATT Press Release, Geneva, Switzerland, 
November 30, 1961. 


5% per cent per annum, including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in December 1963. 
The loan to the Electricity Supply Commission is 
guaranteed by the Republic of South Africa. 


Other investors are participating in the $11 million 
railway loan, without the World Bank’s guarantee, for 
a total amount of $1,966,000 representing the first three 
maturities and part of the fourth maturity, which fall 
due between December 1, 1963 and June 1, 1965. 
A number of banks are also participating in the 
$14 million electric power loan, without the World 
Bank’s guarantee, for a total amount of $1,925,000 
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representing the first two maturities and part of the 

third maturity, which fall due between December 1, 

1963 and December 1, 1964. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
December 1, 1961. 


Europe 


Sterling Area Reserves 


The U.K. Treasury reports that the gold and foreign 
exchange reserves of the sterling area rose by £9 million 
($25.2 million) in November, to a total of £1,270 mil- 
lion ($3,556 million). The increase was recorded 
despite a repayment to the International Monetary 
Fund in U.S. dollars, deutsche mark, and French francs 
equivalent to $140 million. A Treasury official com- 
mented that the foreign exchange inflow of £59 million 
($165.2 million) in November was exceptionally large, 
particularly for that time of year, and that it showed a 
revival of confidence in sterling; it also reflected the 
improved trading position of the United Kingdom, 
brought about by the monetary and fiscal measures 
taken in July (see this News Survey, Vol. XIII, p. 233). 
Source: The Wall Street Journal, New York, N.Y.., 

December 5, 1961. 


Scandinavian Woodpulp Production 


The lack of balance between supply and demand in 
the export markets for chemical woodpulp has led to 
strong pressures on prices, resulting in a further lower- 
ing of quotations by Scandinavian producers, in addition 
to the official discounts granted for deliveries in the 
third and fourth quarters (see this News Survey, 
Vol. XIII, p. 318). So far this year, there has been no 
general curtailment of production in the chemical wood- 
pulp industry, but some producers recently slowed 
down production because of a too sharp increase in 
inventories. 

Swedish producers of chemical woodpulp have now 
decided to adapt their output to market demand, which 
will necessitate a considerable reduction beginning in 
December 1961. If similar measures are, as expected, 
taken by the Norwegian and Finnish producers, the 
production of chemical woodpulp in these three coun- 
tries will be reduced by more than | million metric tons 
in the next 12-month period. 

Swedish production of chemical woodpulp amounted 
to 2.52 million metric tons in 1960; in January- 
October 1961 production was about 100,000 metric 
tons greater than in the same period of 1960, and unsold 
stocks, which were estimated at 200,000 tons at the 
end of 1960, are expected to be considerably larger at 
the end of 1961 in spite of the curtailment of production 
in December. 


The majority of Scandinavian producers of mechani- 
cal woodpulp recently agreed to reduce production by 
30 per cent of their capacity in order to prevent a 
sharp decline in market prices. 
Svenska Dagbladet, 
November 29, 1961. 


Source: Stockholm, Sweden, 


Norwegian Views on EEC 


The Norwegian Government has submitted to 
Parliament a report which evaluates the alternatives 
open to Norway in connection with its possible associ- 
ation with or membership in the European Economic 
Community (EEC). The report notes that EEC joint 
tariffs on imported raw materials and semifabricated 
goods are at present higher than those maintained by 
Norway. A Norwegian link with the EEC could also 
result in increased costs and higher prices on certain 
consumer imported from countries outside 
the EEC. The Government presumes, however, that in 
certain cases Norway would be permitted to impose 
lower import duties for limited quantities in accordance 
with opportunities afforded by the Treaty of Rome. 
On the other hand, affiliation with the EEC could result 
in a 50 per cent reduction of Norwegian tariffs on 
goods imported from the EEC countries. Such a sudden 
and drastic cut could aggravate the problems of transi- 
tion that would probably confront 
Norwegian industry. 


goods 


some parts of 


The report observes that the increase in competition 
on the Norwegian home market, as well as the new 
export opportunities, would have to be viewed in 
the light of the vigorous economic growth in EEC 
countries, which is accompanied by a sharp rise in 
consumption and in the sale of industrial goods. Gen- 
erally, this would tend to soften the impact of new 
foreign competition on the Norwegian home market 
and would improve export opportunities for Norway’s 
industries. The fishing industry would face grave prob- 
lems if Norway were to stay outside the EEC. In case 
of affiliation, Norway would have to seek approval of 
provisions giving Norwegian fishermen the sole right 
to operate inside the fishing limits. 

The government report assumes that, if Norway 
should join the EEC, it would be permitted to continue 
price support for agricultural products to the extent 
required to maintain an adequate level of farm income. 
And, although legal restrictions on the rights of foreign- 
ers to acquire forests and land in Norway would be 
voided, there would probably be continued opportu- 
nities to protect the interests of the rural population. 
Other assumptions are that, on a nondiscriminatory 
basis, the Government would be permitted to regulate 
the right of foreign firms and individuals to establish 
businesses in Norway, although the extent of the control 
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would have to be clarified; and that the Rome Treaty 
would not preclude state support for the development 
of regional industry. 


Source: European Free Trade Association, EFTA 
Reporter, Washington, D.C., October 31, 


1961. 


Balance of Payments of Norway 

The Norwegian Central Statistical Bureau estimates 
that the deficit on the current account of the balance of 
payments in the first nine months of 1961 amounted 
to NKr 1,250 million ($175 million), compared with 
a deficit of NKr 530 million ($74 million) in the same 
period of 1960. This is the largest deficit ever recorded 
(the previous record was in 1947, when the deficit was 
NKr 1,250 million for the entire year). In spite of the 
size of the current account deficit, Norway’s net foreign 
exchange holdings have continued to rise in 1961 
because of large-scale borrowing abroad, partly in con- 
nection with ship imports during the year. At the end 
of September net foreign exchange holdings were 
NKr 3,065 million ($429 million), an increase of 
NKr 133 million since the beginning of the year. 

There has been some improvement in the current 
account during the last few months. In the second 
quarter of 1961 the deficit was NKr 785 million, com- 
pared with NKr 200 million in the second quarter 
of 1960, but in the third quarter it amounted to 
NKr 175 million, only NKr 5 million higher than in 
the third quarter of 1960. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, November 9, 1961. 


Swedish Treasury Bills 


The Swedish National Debt Office has decided to 
raise the discount for Treasury bills falling due on 
April 30 by % per cent, to 4% per cent, and for those 
falling due on May 15 by % per cent, to 5% per cent. 
For longer-term bills the discount has also been raised 
by % per cent, to 5% per cent, while the discount for 
those falling due on March 15, March 31, and April 15 
remains at 4% per cent. 

One purpose of these measures is to induce the banks 
and other buyers of Treasury bills to increase their 
purchases in December, when a substantial growth in 
liquidity is expected. Last year, there was a govern- 
ment budget deficit of more than SKr 1.5 billion in 
December, and this month the deficit is expected to be 
at least as large. On the other hand, retail trade in 
December will probably absorb more liquidity than 
usual because of the pending increase in sales taxes 
(see this News Survey, Vol. XIII, p. 359); this makes 
it necessary for the banks to show some caution in 
tying up their funds. 

A further reason for the increase in the discount rate 


for Treasury bills is that the National Debt Office 
wishes the banks to build up their liquidity in order to 
meet the especially strong seasonal pressure on liquidity 
expected next spring. 

Svenska Dagbladet, 
December 1, 1961. 


Source: Stockholm, Sweden, 


Economic Conditions in Finland 


Economic conditions in Finland have been markedly 
favorable during the autumn. Production has risen con- 
tinuously for three years, although as there is full 
employment, and industrial capacity is almost fully 
used, the rate of growth of production has decelerated. 
For 1961 output is estimated to be 6 per cent higher 
than in 1960. The real national income per capita is 
about 20 per cent higher than in 1958 when the present 
boom started. 

Recently, there have been some changes in the 
economy. The increase in investment is slowing down 
while that of private consumption has accelerated 
Another new development is the increase in the excess 
of supply over demand for woodpulp in Western 
Europe. In addition, stocks of sawn goods in the 
importing countries are relatively large. Therefore, 
prices, especially of sawn wood but also of certain grades 
of woodpulp, have had to be lowered. These lower 
prices are, however, not expected to affect to any 
appreciable extent export earnings in 1961, which are 
estimated at Fmk 350 billion ($1.09 billion), 11 per 
cent higher than in 1960. Imports have been estimated 
at Fmk 370 billion, or 9 per cent higher than in 1960. 
Thus, the estimated trade deficit is Fmk 20 billion, and 
the current account of the balance of payments is 
estimated to show a deficit of approximately Fmk 7 bil- 
lion in 1961, compared with Fmk 13.3 billion in 1960. 

In 1962 import prices may remain unchanged, while 
export prices are expected to decline by 2-3 per cent, 
although the demand for paper products will remain 
high. The resulting deterioration in the terms of trade 
may weaken by about Fmk 10 billion the Finnish bal- 
ance of payments. 

Agricultural production in 1961 was 3.5 per cent 
smaller than in 1960. 
were 11 per cent greater, as the area under cultivation 
was increased. 


Bread grain crops, however, 


In forestry, total fellings are expected 
to be 5 per cent higher than last year. Industrial pro- 
duction continues to be some 7 per cent higher than at 
the same time in 1960. Earlier, production of invest- 
ment goods had increased at a more rapid rate than that 
of consumer goods, but recently this has been reversed; 
since June, consumer goods have shown greater expan- 
sion. The construction of dwellings has continued at a 
high rate, some 10 per cent greater than in 1960. 
Building permits granted up to the middle of the year 
showed an even larger increase. Consequently, construc- 
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tion can be expected to continue intensively through at 
least the first half of 1962, despite the fact that the 
peak of industrial and commercial building has obviously 
been passed. The construction of dwellings is expected 
to be a main determinant of future economic develop- 
ment, especially because of the great effect it has on 
employment. 

Despite the rapid increase in the labor force, full 
employment has been maintained for more than 
two years, and certain sectors of the economy have 
suffered from lack of labor. The increase in total 
employment is estimated to be some 2 per cent in 1961, 
and employment prospects are expected to remain good. 

Prices have remained remarkably stable, and in 1961 
are expected to be on average about 2 per cent higher 
than in 1960. This favorable situation reflects mainly 
increases in productivity brought about by extensive 
investment, together with the stability of import prices 
during the last two years. 

The diminution of the boom is also reflected in 
public revenue. During the first three quarters of 1961 
total revenue, excluding borrowing, was about 7 per 
cent higher than in January-September 1960, when it 
was over 15 per cent greater than in the corresponding 
period in 1959. The slowing down in the expansion of 
revenue is due partly to the slower rate of growth of 
production and partly to changes in the tax scales. 
Public expenditure, on the other hand, was 14 per cent 
higher in the first three quarters of 1961 than in the 
corresponding period of 1960. The increase in the 
number of jobs has brought about a reduction in 
expenditure for maintaining employment. Other expend- 
itures, however, have increased substantially, in particu- 
lar those for social transfer payments. 

A close interrelationship between government finance 
and general economic development has become evident, 
especially during the last few years. The adjustment of 
fiscal policy to general economic policy thus seems 
increasingly important today 
Source: Ministry of Finance, Division for Economic 
Affairs, Press Release, Helsinki, 
November 17, 1961 


Finland, 


Danish Government Budget 


The Danish Government budget proposal for the 
fiscal year starting April 1, 1962 shows current revenue 
of DKr 8,721 million ($1,264 million) and current and 
investment expenditure of DKr 8,223 million. Thus, 
there is an estimated surplus of about DKr 500 million 
on the current and investment budget for 1962-63. 

In presenting the budget proposal the Minister of 
Finance said that revenue had been estimated to rise by 
about DKr 675 million above that for the present 
fiscal year, mainly because of the increased yield from 


income taxes. However, the recently approved increase 
in some indirect taxes (see this News Survey, Vol. XIII, 
p. 335) had not been taken into account; this is now 
estimated to yield a further DKr 225 million, although 
expenditure would probably also increase. 

The Finance Minister added that, in the present situ- 
ation of high economic activity, the Government should, 
as far as possible, refrain from financing its own invest- 
ment through the capital market. On the other hand, it 
was of great importance that private saving should keep 
pace with business capital requirements. Private saving 
should, therefore, be promoted, but preferably not at 
the cost of public saving. 

The Finance Minister also commented on the results 
for the 1960-61 budget year, which showed a surplus 
of DKr 1,100 million on current and investment account 
and represented the culmination of the favorable trend 
in public finance shown since 1957. During these years 
the government debt had been reduced by DKr 1.5 bil- 
lion (almost 20 per cent). In the present fiscal year 
(1961-62) a change has occurred: the surplus on 
current and investment account has declined to about 
DKr 300 million and the previous cash surplus may be 
replaced by a cash deficit, mainly because of a sharp 
rise in government expenditure. 


Source: Bérsen, Copenhagen, Denmark, November 25, 
1961. 


German Credit Measures 


On November 24, 1961, the Central Bank Council 
of the Deutsche Bundesbank announced a further 
reduction from December 1, 1961 in the minimum 
requirement rates for reserves against the banks’ domes- 
tic sight and term deposits, by 5 per cent of their 
October 1959 level (see this News Survey, Vol. XIII, 
p. 312). This new relaxation is estimated to free about 
DM 200 million at a time of strong year-end strain on 
bank liquidity. It reduces the reserve requirement rates 
for sight and term deposits to their level in Octo- 
ber 1959, i.e., before the repeated sharp increases in 
requirements in 1959-60. The requirements for reserves 
against savings deposits reached the October 1959 level 
with the reduction that became effective on Octo- 
ber 1, 1961. 


Source: Die Welt, Hamburg, Germany, November 25, 
Ps 1961. 


Belgian Budget for 1962 


The Belgian Government budget for the calendar 
year 1962, recently presented to Parliament, aims at 
accentuating the improvement in the public finances 
recorded in 1961 by (1) limiting the rate of increase in 
current public expenditures; (2) establishing equilibrium 
in the ordinary budget and thus achieving a position in 
which it would no longer be necessary, as in the last 
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few years, to use a large part of the national savings 
to finance public consumption expenditures (this goal 
is expected to be attained in part from the proceeds of 
the tax increases introduced in 1961); and (3) increas- 
ing the share of public investment in total public 
expenditure. 

The rise in total budgetary outlays (current and 
capital expenditure), from BF 140.8 billion in 1961 
(revised estimates) to BF 147.3 billion in 1962, will 
be more than offset by the estimated rise in total 
receipts, from BF 122.7 billion to BF 132.4 billion, so 
that the over-all budgetary deficit is expected to be 
BF 14.9 billion in 1962, compared with an originally 
estimated deficit of BF 12.1 billion and a revised 
estimate of BF 18.1 billion in 1961. 


The ordinary budget for 1962, at BF 132 billion, is 
presented, as in the two previous years, practically in 
equilibrium. The original estimates were BF 122.9 bil- 
lion in 1961 and BF 110.6 billion in 1960 and the 
revised estimates for those years showed deficits of 
BF 4 billion and BF 6.8 billion, respectively. The 
increase of BF 4.3 billion in ordinary expenditures is 
due to debt servicing, pensions, education expenditures, 
and increases in salaries of public service employees. 
Of the increase of BF 9.6 billion in ordinary receipts, 
BF 8.6 billion is due to higher fiscal revenue, of which 
BF 3 billion reflects the tax increases decided upon in 
1961, particularly in the “loi unique,” and BF 5.6 bil- 
lion is expected as a result of a 4 to 5 per cent rise 
in national income. 

The extraordinary budget, amounting to BF 15.1 bil- 
lion in 1962 (against BF 12.9 billion in 1961), includes 
only investment expenditures to be covered by domestic 
borrowing; the rise of BF 2.2 billion in expenditures is 
the result of an increase in the three major items of this 
budget: national defense expenditures, communications, 
and public works. 

To these budgetary estimates will probably be added 
BF 1.5 billion in special expenditures resulting from 
the payment of the Congolese public debt guaranteed 
by the Belgian Government, and Road Fund expendi- 
tures of BF 2.5 billion. Thus, the gross borrowing of 
the Treasury in the market should amount to BF 19 bil- 
lion. As this total includes BF 9 billion for contractual 
amortization of long-term government debt, the net 
increase in the public debt in 1962 should not exceed 
BF 10 billion, against BF 15 billion in 1961 and 
BF 23 billion in 1960. 

The improvement of the public finances in 1961 has 
been reflected in a series of measures concerning the 
management of the public debt. First, the reduction in 
the over-all deficit compared with 1960 automatically 
resulted in lessened recourse to public borrowing on 
the market. The Government’s long-term loans in 1961 
are now expected to be limited to BF 13 billion, against 


BF 28 billion in 1960 and BF 21.5 billion in 1959. 
Secondly, the Government announced in May 1961 its 
intention to reduce by BF 10 billion in 1961 the short- 
term debt (up to one-year maturity) denominated in 
foreign currencies, which had risen to BF 31.6 billion, 
from BF 25.5 billion at the end of December 1960, 
and to stop further recourse to this method of financing 
(see this News Survey, Vol. XIII, p. 187). Consoli- 
dation operations have been carried out in respect of 
the part of the debt denominated in Netherlands cur- 
rency, amounting to f. 150 million (BF 2 billion), and 
in German currency, amounting to DM 200 million 
(BF 2.4 billion). As a result of these operations and 
of a reduction in the Treasury's deficit, the short-term 
debt denominated in foreign currencies was down to 
BF 25.2 billion at the end of October 1961. Since then, 
negotiations have been concluded with a group of 
U.S. banks which will permit the consolidation of 
$55 million (BF 2.75 billion) of short-term debt. 


Sources: Chambre des Représentants, Budget des 
Recettes et des Dépenses pour l’'Exercice 
1962 (session 1961-62), September 30, 1961, 
and La Libre Belgique, November 10, 1961, 
Brussels, Belgium. 


Increase of Savings in Italy 


The Italian Minister of Finance, Mr. Taviani, and 
the Governor of the Bank of Italy, Mr. Carli, reviewed 
the financial situation of Italy when they addressed an 
international meeting held in Rome on the occasion of 
the World’s Savings Day. 

Savings have increased steadily in Italy, reaching 
18 per cent of the national income in 1960, compared 
with less than 3 per cent during the first years of the 
Italian nation a century ago. At that time there was 
one savings deposit account for 43 inhabitants, while 
at present there is one for every 5 inhabitants. The 
speakers stressed that during the 1950's the stability of 
the Italian currency had led to a substantial increase in 
savings: in this period savings provided sufficient finan- 
cial funds to meet the capital requirements of the 
developing economy, thus proving that there was no 
conflict between stability of the currency and economic 
growth. 

During the first ten months of 1961, the Italian 
capital market had no difficulty in raising Lit 1,130 bil- 
lion by new shares and bonds. At the end of Septem- 
ber 1961, savings deposits in banks amounted to 
Lit 5,922 billion, which was 16 per cent higher than in 
the same month of 1960; postal savings deposits 
amounted to Lit 2,169 billion and were 11 per cent 
higher than in September 1960. Mr. Carli pointed out 
that the creation of liquidity by the Bank of Italy during 
the first ten months of 1961 had been very small— 
Lit 10 billion. The balance of payments surplus during 
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this period accounted for the creation of as much as 
Lit 316 billion by the central bank, but this was offset 
by an absorption of liquidity by the Government 
amounting to Lit 315 billion. 


Source: 24 Ore, Milan, Italy, November 16, 1961. 


European Investment Bank's Loans to Italy 


On November 23 the Board of the European 
Investment Bank approved two loans, totaling the 
equivalent of $2 million, for the financing of two proj- 
ects in Sicily. One of these, costing $1.6 million, will 
establish an industry for the extraction of potash and 
the production of fertilizers. 


Source: The Times, London, England, November 24, 
1961. 


Middle East and Africa 


Iraq's Five-Year Plan 


The Iragi Council of Ministers has approved a five- 
year economic plan (1961/62-1965/66) to become 
effective 60 days after its publication in the Official 
Gazette. The program envisages the investment over 
this period of ID 566.3 million ($1,586 million) in 
248 major projects; ID 112.2 million would be allo- 
cated to agriculture, ID 166.8 million to industry, 
ID 136.4 million to transport and communications, 
ID 140.1 million to housing and buildings, and 
ID 10.0 million to servicing of the external debt (cover- 
ing principal, interest, and expenses under the Soviet 
and Czechoslovak development loans—see this News 
Survey, Vol. XIl, pp. 202, 384, and 584). 

Of the planned investment, ID 316 million (about 
56 per cent) will be financed by direct allocations from 
oil revenue. To achieve this, the share of oil revenue 
allocated to development will be increased from 50 per 
cent in 1960 to 51 per cent in 1961, 53 percent in 1962, 
56 per cent in 1963, and 60 per cent in 1965. Another 
source of financing will be the Soviet and Czecho- 
slovak development loans, which together amount to 
ID 77.2 million. About ID 30 million will be provided 
by semigovernmental organizations and administrations. 
The remaining investments will be financed from in- 
ternal and external borrowing, and from participation 
by the private sector (not to exceed 49 per cent) in the 
capitalization of various projects. 

Source: The Iraq Times, Baghdad, Iraq, October 19, 
1961. 


Inflationary Trends in the Libyan Economy 

A study published by the National Bank of Libya on 
inflation in Libya records that wholesale prices of 
agricultural commodities in Tripolitania rose by about 
20 per cent during 1955-59, and that retail prices in 


Tripoli showed a 30 per cent rise from September 1958 
to September 1960. Rents, especially for the high- 
income groups, also rose considerably. 

The two main reasons given for this inflationary trend 
are the large expenditures of foreign oil companies, the 
United Nations, and foreign governments (which rose 
from £L 6.8 million in 1955 to £L 19.5 million in 1959) 
and the deficit in the budget. Another reason was an 
increase in wages, but this was of relatively minor 
importance. Domestic production changed little in this 
period, although agricultural production probably 
declined because of a drift of population from rural to 
urban areas and the competition of imports. The money 
supply rose by 72 per cent between December 1956 and 
December 1960. The National Bank of Libya has no 
effective control over either the issuance of currency or 
credit expansion by commercial banks. 

The report points to several adverse developments 
resulting from this inflation. Domestic capital has been 
invested in expensive residential buildings in Tripoli 
and Benghazi and in highly profitable commercial and 
business activities catering to the foreign communities. 
Skilled labor has drifted from government service to the 
oil companies and to import businesses where higher 
salaries are paid. In general, the distribution of income 
has become more uneven than before. 

To curb the inflation a change in the statutes of the 
National Bank of Libya is proposed, enabling it to 
control the money supply. The report also advocates a 
change in the income tax, the introduction of a property 
tax, and the overhaul of the tariff structure, which 
should reduce the budget deficits. Price control is not 
recommended except in a few cases. 

Source: National Bank of Libya, Economic Research 
Department, /nflation in Libya, Tripoli, Libya, 
March 1961. 


Industrial Bank Established in the Sudan 


On November 17, 1961 the Industrial Bank of the 
Sudan was inaugurated with a capital of LSd 3 million 
($8.6 million ). The Government has taken up one sixth 
of this capital and the rest will be offered for public sub- 
scription. The Bank will lend to industrial enterprises 
and is also empowered to subscribe to their capital. In 
general, it will promote industrial projects in the Sudan, 
giving guarantees to foreign investors under certain 
conditions. 

Source: Middle East Economic Digest, London, Eng- 
land, November 24, 1961. 


Mineral and Oil Legislation in Mauritania 

New legislation covering long-term investment in the 
petroleum and mining industries has been promulgated 
by the Republic of Mauritania, to encourage exploita- 
tion of the country’s mineral resources. Substantial 
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grants and fiscal benefits will be allowed to companies, 
both foreign and domestic, incorporated in Mauritania 
that receive mineral or oil concessions from the Govern- 
ment. The fiscal advantages provided comprise tax 
exemptions, rebates and reductions in duties and taxes 
on imported materials and equipment used in exploita- 
tion work, and depreciation and depletion allowances. 
Firms which provide transportation or maintenance 
services to these companies will receive similar fiscal 
benefits. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 30, 1961. 


Far East and Australasia 


Price Control Measures in Korea 


The Government of Korea on November 9 announced 
provisional price control measures, in anticipation of 
seasonal increases in consumer prices and an expansion 
of the money supply in the final months of the year. 
Prices of rice, barley, and fertilizers imported by private 
businessmen are not to exceed the level prevailing on 
May 16, the day of the revolution. The price of anthra- 
cite coal may not be raised above the level charged by 
the Korean Coal Corporation, the government-owned 
producer. However, the price of briquettes for home 
use is permitted to rise up to 10 per cent above the 
level prevailing on May 16. The Government has taken 
power to punish those engaging in speculative hoarding 
of rice and barley. The new measures replace the price 
control law enacted on July 10, under which only the 
prices of rice, barley, and briquettes for home use were 
frozen at the level prevailing on May 16. 


Source: Chosun Ilbo, Seoul, Korea, November 9, 1961. 


Japan's Borrowing from U.S. Banks 


On November 24 the Bank of Japan signed agree- 
ments with three U.S. banks to borrow about $200 mil- 
lion, in four equal monthly installments, of which the 
first was drawn at the end of November. The rate of 
interest is 44% per cent per annum and repayment is 
to be made within a year. 

The borrowing was undertaken to tide over Japan’s 
present payments difficulties: Japan’s official reserves 
declined to $1,489 million at the end of November, 
compared with a peak of $2,035 million at the end 
of April 1961. 


Sources: Nihon Keizai Shimbun, Tokyo, Japan, Novem- 
ber 25 and 30, 1961. 


New Zealand Immigration Policy 

A temporary slowdown in the flow of assisted 
immigration into New Zealand (see this News Survey, 
Vol. XIII, p. 111) was announced on November 27 


by the Minister of Immigration, the Hon. T. P. Shand. 
The New Zealand Government’s decision involves the 
suspension of the recruitment of unskilled workers. 
Further, the assisted passage scheme will, for the time 
being, be confined to married immigrants up to 45 years 
of age with not more than two dependent children and 
to single immigrants up to 35 years of age. Also, all 
immigrants except unmarried women will be required 
to make a fixed contribution toward the cost of their 
passage. The aim is to limit the inflow of assisted 
immigrants from the United Kingdom to 4,000 during 
1962 and to 2,500 a year after that. 

Commenting on the change in the Government's 
immigration policy, Mr. Shand stated: “While the level 
of economic activity in the community is still very high 
and the demand for labor acute, it is likely that as we 
adjust ourselves during the next year to the lesser flow 
of imports forced on us by a deterioration in prices for 
our exports, the situation will change. We may have to 
face a period during which it is not easy to fit a con- 
siderable flow of immigrants into our economy.” 


Source: The Times, London, England, November 28, 
1961. 


Western Hemisphere 


U.S. Suspension of Sale of Silver 


President Kennedy, on November 28, 1961, directed 
the U.S. Treasury to suspend both further sales of 
the free silver held by the Treasury and its use for 
coinage. At the same time he announced the Adminis- 
tration’s intention to seek repeal of the Silver Purchase 
Acts of 1934, 1939, and 1946. Under these Acts the 
Government must buy silver at 90% cents an ounce 
and sell it at 91 cents an ounce to anyone granted a 
license by the Treasury. 

“These actions will permit the establishment of a 
broad market for trading in silver on a current and 
forward basis comparable to the markets in which other 
commodities are traded,” Mr. Kennedy said in a letter 
to the Secretary of the Treasury, Mr. Dillon. “Our 
new policy will, in effect, provide for the eventual 
demonetization of silver except for its use in sub- 
sidiary coinage.” 

The world silver market reacted immediately to the 
above announcement. Spot silver in London, which on 
Friday, November 24, had closed at 80 pence 
(93.33 cents) an ounce, closed on December | at 
84 pence (98.34 cents) after selling at the equivalent 
of $1.0029 during the week. In New York a leading 
bullion firm fixed the price at $1.0075 an ounce for 
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the third consecutive day, marking a rise of 9% cents 

over the level prevailing before the White House 

announcement. 

Sources: The Journal of Commerce, New York, N.Y.., 
November 29 and December 4, 1961; The 
Times, London, England, November 25 and 
December 2, 1961. 


Agreement on U.S. Defense Costs in Germany 

The United States has reached an agreement with the 
Federal Republic of Germany under which the military 
build-up of U.S. troops in that country, as a result of 
the Berlin crisis, will have no net effect upon the 
U.S. balance of payments. The agreement specifies that 
future purchases of arms by Germany from the United 
States will match exactly the maintenance costs of 
U.S. military forces in Germany. These costs are cur- 
rently at a rate of about $600 million a year, but may 
reach a figure of $700-750 million a year when the full 
effects of the military build-up have been realized. 
German purchases of arms from the United States were 
about $400 million a year before this agreement. Addi- 
tional purchases will include tanks, trucks, armored 
troop carriers, ammunition, radar equipment, naval 
supplies, and other military materiel. Some of the equip- 
ment is expected to be obtained from U.S 
supplies in Germany. 
Source: The Wall Street Journal, New York, N.Y.., 

December 1, 1961. 


surplus 


Trinidad’s Economic Problems 

In a speech on October 11, the Prime Minister of 
Trinidad, Dr. Eric Williams, said that the island was 
facing grave economic problems, including the reduc- 
tion of the labor force in the oil and sugar industries, 
while the employable population grew at an annual 
rate of 9,000 workers. There were also constant in- 
creases in government workers’ pay, a great need for 
social services, and costly delays in public works proj- 
ects. Dr. Williams added that the Government was 
preparing a ten-year plan to develop the island. 

An emergency program to relieve unemployment, 
which involved an expenditure of BWI$4.5 million on 
public works (including the maintenance and construc- 
tion of roads and the extension of rural water supplies), 
was announced in mid-October; on October 21, 1961, 
the number of unemployed was estimated at 35,000, or 
approximately 12 per cent of the total labor force. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Novem- 
ber 18, 1961. 


Increase in Minimum Salaries in Colombia 


The Ministry of Labor of Colombia has approved a 
15 per cent increase in minimum salaries for the urban, 


rural, and industrial sectors throughout all the States 
and Territories, with the exception of the State of 
Narino, where a 20 per cent increase was approved. 
This revision was prepared by the Council for National 
Salaries (Consejo Nacional de Salarios), an organiza- 
tion composed of representatives of the two major labor 
unions, the employees’ association, the pension group, 
and the National Government. It will be effective 
from January 1, 1962. 

The new minimum salaries will cover a wide range, 
the highest being Col$7.30 daily for those workers 
employed in enterprises with a capital of Col$200,000 
or more, located in the States of Antioquia, Caldas, 
Cundinamarca, Tolima, Valle del Cauca, and San- 
tander, and the lowest Col$3.40 daily for rural workers 
in zones situated at altitudes equal to or above 
1,200 meters above sea level. 


Source: El Tiempo, Bogota, Colombia, November 15, 
1961. 
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